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CURRERCY REFORM OF 1947

I. Dymakite
I. Slavayy

The currency reform of 1947 and the abolition of rationing of food end
N manufactured gocds constitute the most important political and economic measures
St towerd liguidetion of ths coumequepnes of the war.

Direct military sxpendituros alone frum L July 1941 to 1 Jaduary 1946 amounted to
mere than 551 billion rublee, while damages inflicted by the enemy amounted. to not
less than 679 bti)lion rubles,

Notwithatanding curtailment of consumers' goode production, the revenue of the

. state budget, following conversion to war-time production, grew yearly., BSacrifices
> of the Soviet people insured a high lovel of govermment income from the socialist

economy, vhich contimmed t9 be the main source of state revenue. However, to

cover cost of war produotiﬁ:, 1t was necessary to put into circulation large amounts

of money, which with shary curtallment in consumers' goods production, resulted in

the lowsring of the purchaéing pover of the ruble. The issue of faine money

by the Germans in occupied tesritories aggravatec the aiturtio. st11l more.

Introductior of ratidhirz encceeded, during the wvar, in maintaining fired
“ govermment prices on the principal censimwrs® goods. Open market prices during the
| same period increased from 10 to 15 times.

Rationing so essenvial in war time for wmobilization of econumic resources,
R becames a stixbling dlock in a peace-time economy in that it diminishes the importance
= of money in the national econamy. It followe that, with the end of the war, the
Soviet goverment faned the taske of abolishing racioning and of treasition to an
opep market to increage the ecopenwis role of money and restore the value of the

ruble.
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Avoiition of ratloning was originaliyv iniended for 3946 but the drought of /

that year K which damaged Scviet sgricultur~ 1orced peetponement until 1947, .
Abolition of rationing and the transition to trade based on unifors orices

can be accemplished only bty stabdilizing the ruble and increasing 1ts purchasing

pover. Accordingly, it became necessary vo tring the volume of morey inh cir-

culation into line with actual requiremente of the econumy, a task which the

currency roform of 1947 was celled upcn to accompliish.

However, reducing the amount of mone¥ in circulation alone is not enough,
Conditions must be created to help maintain the ptability of the ruble and increase
its purchasing ¥alue, which means that production of geods must be increased and
government expenditurss decreased.

As regarde increasing production; much progress hag already been mads in :
1946 and large Increases ure expected for 1947, The second task, that of decreasing ‘
gosermment. expenditurea, is closely linked to the reduction of the government s .
debt. A substantial part of that “ebt was contracted during the war when the J
purchesing power of the ruble wag low. Ligquidation of the debt; however, musd
take place at e time whsn, as & result of the currency reform, the purchasing
power of. the ruble will be comsiderebly higher. It is therefore, necessary to
bring about & conversien of goverrnment loens which will enable the state budget
to divert large wesourcee to industrisl producticn.

The currency reoform of 14:7 providoes, first, [or the jssue of new money and
the withdrawal of the old; secondly, for revaluation of the deposits of the popula-
) tion; as well as of the current accounts of cooperatives and collective farme,

‘ and thirdly, ic provides for conversion of government lcans.

The exchange of the old money for nev was at the rate of 10 to 1. This ratio )
vas applied tc ell cash in private hands as well as in goverrment cooperative and
social organizetions. It is believed that this ratio wiil do away with tho lack
of talance whic) existzd betwren money in ciwvculation and the veclume of trade and N
will sharpiy reduce the mouetary savings accumlated during the war by specuiative
elements.

The currency reform has destroysd all large monetary savings, but at the same
time the Sovliet goverrment hag taken measures fo protect the earned incomes of the ;
iarge magses of the population. Thue, in a nmumber of enterprises, wage payments N
were 8o organized that the current income of the people was not alfected to any :
great extent.,

In rovaluing bank deposite the esame mrinciple of protecting the interests of
the large masses was being followed, Deposits of less than 3,000 rubles remained
. intact. Deposits of 3,000 cubles and over were subJject to revaiuation but the
conditions of revaluation were most favorable. With deposits of leass than 10,000
rubles, 3,000 were left intact plus two thirds of the remainder. On deposits of
over 10,000 rubles, the firet 10,000 were subjlect to the procedure desciibed above,
whiie 50 percent the remainder was credited to the depositor.

. In reepect to ccnversion of lvans, the Council of Ministers of the USSR, ernd
the Central Committse of the Cummurigt Farty decreed that all previcusly contracted
loans are to be copverted into a new 2 percent loan to be jssued ln .48 with a con-
version rate of one ruble for every 3 rubles due on old loans. [According to
Sovetskiye Finansy, Vol VIII, No_li, 1947, govermnment loans during the wer period
amounted to 76.1 billion rudles
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This 18 the second time that a conversion of loans is taking place in the
USSR. By far the largeat part of dtate Yoans took place during the war. AL that

vime the price level of coumodities vas very high. Biit noy the purchasing powsr b
of the rible 1s ou the incresss, rationing has heen alnliohad  snd oceisds oo ot
food and industrial coammodities have bdeen lowered. Hence the neceepity for a ' 2

cenveralon of’ loans, which will greatly reduce goverrment indebtedness, Further.
mare, . the interest on goverrment loans has been reduced from 4 to 2 percent.,

‘ The Recond Govermment loan igsued in 1947 is pot subject to conversion, On
the otho; hends; thr freely circulating lottery losin of 1538 18 subject to conversion
on-special conditions. It 1s convertidle into & 3 percent lottery loan isoued 'A
13 Decembor 1947 with & conversidon rete of one ruble for every & rubles of the b
1938 ldan.

. The currency reform aleo provides for revalvation of the monetary resources
. Afcolledtive farms, dnd industrial and consumers’ coopsratives. This wvas declded
.+upon becduse thege orgsnizations. hive acoumuiated large monotary resowrces as & :
~reault of. the high ‘prices yrsva’ling during the war, This accuinlaticn of J
monetary resources resulted numsrous cooperative organizations stoppirg use of
"State Bank'credifs, . It vag, therefire, considered advisable to revelie the -
‘monetary resources’ of these ‘rganizations and use them for finansing the national oL
-econctiy -as.m whole, However, 'in view of the socianilst cha-acter af the property K
.held by thecy orgenizations, the revaliation wis affected on very favorable terms.
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